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SUMI,IARY 


Information  on  volume,  membership,  and  operating;  results  was  obtained 
from  a  group  of  cooperative  grain  elevator  and  v/arehouse  organizations  in 
the  Pacific  Northwest  for  the  crop  year  193^-35 • 

Only  half  of  these  associations  v/ith  grain  volume  under  150,000  bushels 
had  net  incomes  in  193^''35»  whereas,  7^  percent  of  those  handling  150,000  to 
300,000  bushels,  and  Sk  percent  of  those  handling  over  300,000  bushels,  had 
net  incomes.    5\Lrthennore,  those  small-volume  elevators  and  warehouses  having 
net  incomes  had  smaller  net  earnings  than  the  medi-um-  or  large-volume  asso- 
ciations. 

A  membership  of  75       raore  per  association  gave  reasono.ble  assurance  of 
a  grain  volume  of  150,000  bushels  or  raore,  under  conditions  such  as  existed 
in  193^-35. 

The  average  membership  of  ol  organizations  was  117 .  About  three-fourths 
of  the  members  patronized  their  associations.  These  member-patrons  furnished 
75  percent  of  the  grain  volume. 

Chances  for  showing  a  net  income  from  operations  v/ere  6o  percent  greater 
among  associations  with  75  or  more  members  than  among  those  with  a  smaller 
memb  er  ship . 

Only  two-thirds  of  the  associations  whose  members  had  an  equity  of  less 
than  50  percent  in  their  organization  showed  net  income  as  compared  with  85 
percent  of  those  associations  vvith  member  equities  above  50  percent.  Gains 
were  larger  and  losses  smaller  in  the  high-equity  group  than  in  the 
low-equity  group. 

Average  current  assets  of  the  associations  studied  v/ere  made  up  of 
15.^  percent  in  cash,  hh*o  percent  in  receivables,  I6  percent  in  inventory, 
and  2h  percent  in  other  items.    liVhen  cash  exceeded  12  percent  of  current 
assets,  or  when  receivables  v/cre  held  under  30  percent,  chances  for  operat- 
ing losses  were  reduced  substaiitially. 

Income  from  warehousing  operations  was  of  major  inrportance,  as  storage 
was  one  of  the  principal  functions  of  such  associations.    Those  associations 
o.ble  to  hold  direct  storage  costs  to  2.25  Cents  per  bushel  or  less,  all 
showed  net  income;  whereas,  only  two— thirds  of  those  with  higher  costs  had 
net  income. 

Side-line  business  v/as  relatively  unimportant  ojid  mai^gins  small.  Sacks 
and  twine  were  the  major  items  handled. 

Associations  which  handled  large  grain  volumes  tended  to  have  low  unit 
costs  of  operation,  but  data  on  this  phase  of  the  study  were  in-adequate. 

?r^rmers'  grain-marketing  associations  in  the  Intermountain  region  of 
Utah  and  IdrJao  suffered  from  low  grain  volume  in  193^~35'    They  need  greater 
volume  of  business,  either  through  addition  of  moro  side  lines,  greater 
support  from  members,  or  more  members. 

Western  Montana  farmers*  elevators  and  wo,rehouses  operated  successfully 
in  193^35*    -^s  volume  of  grain  handled  or  number  of  members  increa.sed,  the 
chaiaces  for  operating  successfully  also  increased. 
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INTEODUCTION 


A  study  of  local  i^rain  cooperatives  v;as  started  in  1935  the 
States  01  Utaii,  Idaho,  Ore^'on,  Washington,  ajid.  v/estorn  llontana  for  the 
purt^ose  of  developing  useful  "business  sU-idos  or  measuring  sticks,  tased 
upon  the  actual  experiences  of  the  cooperatives  thenselves.  Conclusions 
dra,vm  from  such  experiences  should  "be  of  value;  first,  to  point  out  to 
both  management  and  members  seme  uses  v/hich  may  be  made  of  information 
contained  in  the  audit  and  business  records  of  their  associations;  and 
second,  to  indicate  to  the  maiiagement  some  points  of  attack  in  attempt- 
ing to  iriprove  operating  results. 

This  study  v/as  "ondertolcen  by  the  Cooperative  Division  of  the  ?arm 
Credit  Adiriinistr.it ion  '.vith  the  cooperation  of  tho  following  agencies: 
most  of  the  local  cooperative  elevators  and  v/arehouses  in  the  area;  the 
several  departments  of  .:;.gri cultural  economics  a^id  extension  services  of 
the  State  agricultaral  colleges  in  the  five  States  concerned;  and  the 
North  Pacific  Grain  G-ro".7ors,  Inc.,  the  Inter~Moujatain  G-roan  Cooperative, 
Inc.  ,  and  the  Farmers  iTational  Grain  Corporation.    Data  were  obtained  for 
only  the  193^''35  crop  yeox,  thus  limiting  the  interpretations  to  tentative 
conclusions.    Data  for  additional' ye:xrs  will  be  needed  before  definite 
conclusions  can  v;ell  be  reached. 

The  data  obtained  from  the  associations  in  the  Pacific  i-Iorthv/est 
(Oregon,  Washijigton,  aiid  northern  Idaho)  v;ere  fairly  complete;  v;hereas, 
those  gathered  in  the  Intermouiitain  region  (Ut:'h  and  southern  Idaho)  and 
in  western  Montana  v;ere  ro-ther  meager.    Hence,  this  is  riot  only  a  prelim- 
inojry  report  of  progress,  but  deals  mainly  -./ith  the  operations  of  the 
Pacific  Northv/est  group  of  elevators '  and  -.7->rehouscs , 

C00P3RATIVE  GPJIHI  ASSOClATIOilS  III  TKS  PACIPIC  iTOETHYffiST 

Grain  marketing  methods  in  the  Pacific  iTorth./ost  differ  in  several 
important  respects  from  methods  followed  in  Midv/estern  States,    \7hile  bulk 
handling  of  grain  is  almost  universal  in  the  Mid-He  West,  a  considerable 
part  of  the  grain  in  the  Pacific  ilorthwost  is  still  hcaidled  in  sacks  though 
bulk-handling  has  been  gaining  in  that  area  in  recent  ycoa\<i.    As  a  result, 
many  of  the  facilities  :ire  not  built  or  equipped  for  gravity  handling  of 
grain,  but  ojtq  of  the  "flat"  type  suitable  for  sack-liandling  and  storage. 

P;icilities  for  farm  storage  of  grn.in  are  quite  meager  in  the  Pacific 
Horthv/est ,  so  the  major  part  of  the  market  grain  moves  immediately  to  the 
local  shipping  point,    Ur.less  sold  imiediately  -  luid  ordinarily  it  is  not  - 
the  wheo.t  is  stored  in  sacks  or  in  bulk  at  the  loco2  station.    Hence  the 
available  stor.age  capacity  at  each  local  shipping  point  is  usually  quite 
large,    lluch  of  the  income  of  the  local  elevators  or  wc^xehouses  ordinarily 
comes  from  storage  charges. 


In  this  area  the  grain  is  not  necessarily  sold  to  the  local  agency 
which  provides  the  handling  and  storage  services,  whereas  in  the  Middle 
West  the  grain  is  nearly  always  sold  by  the  farmer  to  the  agency  to  which 
it  is  first  delivered.    The  Pacific  Northvest  has  no  hedging  rcarket  which 
affords  entirely  satisfactory  protection  lor  the  kind  of  grain  grovm 
there.    At  times,  the  grower  retains  titl  e  to  his 'grain  untj  1  it  has  "been 
delivered  to  a  mill  or  terminal  agency,  and  pays  the  local  agency  an 
estahlished  handling  charge. 

As  a  result  of  the  foregoing  and  other  differences  in  grain- handling 

methods  "between  tne  Mid'dle  West  and  the  P?xific  ITorthwest,  some  of  the 

problems  oi  northwest C2'n  grain  producers  are  distinct  from  those  of  grain 
producers  in  other  areas. 


^^.tent  .o.f  .Cqoperative  Grain-Majketing  Activity 

Cooperative  effort  has  made  substantial  headway  in  the  marketing  of 
grain  in  the  Pacific  Northwest.    In  1935»  when  the  survey  was  made,  there 
were  IO3  local  farmers'  elevator  and  warehouse  associations  in  this  area 
which  comprises  the  State  of  Washington,  northeastern  Oregon,  northern 
Idaho  and  a  very  small  part  of  northwestern  Montana.    In  the  course  of  the 
s^irvey  data  v/ere  obtained  from  63  of  these  associations.    The  location 
of  these  cooperatives  is  shovm  in  figure  1»     Ti^ere  were  ^3  in  Washington, 
12  in  Oregon,  and  I3  in  Idaho. 

Sixty-one  of  the  IO3  organizations  were  members  of  the  North  Pacific 
Grain  Growers,  Inc.,  a  regional  cooperative  affiliated  vdth  the  Farmers 
National  Grain  Corporation.    Of  this  group,  3^  were  located  in  Washington, 
1*4  in  Idaho,  12  in  Oregon,  and  1  in  Montana.     The  remaining  k2  farmers' 
elevators  and  warehouses  of  the  area  were  not  affiliated  with  any  regional 
or  national  cooperative  marketing  organization,  but  v/ere  operating  in- 
dependently.   Most  of  this  group  were  located  in  the  State  of  Washington. 

Of  the  61  local  associations  affiliated  with  the  North  Pacific 
regional,  f       In  Wasl.ington  and  2  in  Idj.ho)  v/ere  without  facilities  of 
their  own.    The  grain  delivered  by  their  membership  v;as  handled  through 
facilities  of  independent  cooperatives  operating  in  the  same  communities. 
One  manager  served  both  the  affiliated  and  the  independent  local  in  each 
of  such  communities.    Two  of  the  6I  North  P.-icifxo  ].ocals  did  not  operate 
in  193^3?.    -^1  ^"u-t  k  of  the  locals  of  this  regional  were  visited  during 
the  survey. 

Of  the  independent  elevators  and  warehouses  which  were  considered  to 
be  farmer  ovmed  and  controlled,  all  except  2  or  3  were  visited  during  the 
survey.    The  survey  rsveaJ-ed  that  only  11  of  these  k2  associations  were 
so  organised  and  controlled  that  they  couJ-d  qu-ilify  as  cooperatives  under 
the  Capper- Vol  stead  Ace.    Most  of  them  were  older  organizations  which  had 
paid  little  attention  to  membership  relations.    As  a  result,  much  of  the 
capital  stock  had  fallen  into  the  hands  of  nonproducers,  until  the  organ- 
izations had  come  to  be  little  more  tlian  stock  companies.    Although  most 
of  these  organizations,  which  no  longer  can  be  considered  as  truly  coopeiv 
ative,  were  visited,  no  detailed  records  were  obtained  from  them. 
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Membership  lists  v/ere  obtained  from  66  of  the  IO3  associations  re- 
ported.    Eiese  had  a  total  membership  of  7>^6.  including  a  little  du- 
pliCi,tion  in  the  7  cases  mentioned  above  '.^rhere  the  ITorth  Pacific  local 
utilized  the  facilities  of  an  independent  local,  the  two  operating  joint- 
ly.    (This  membership  of, ^7. ^26  is  equa.l  to  approximately       percent  of 
the  farms  £;rov;ing  wheatl:/  in  the  25  counties  v/here  the  66  org,anizations 
are  located.    Several  other  coox^erative  elevators  aiad  warehouses,  not  in- 
cluded in  the  sui-vey,  are  located  in  the  25  counties,  so  that  the  totaJ. 
nuinber  of  cooperative  members  is  probably  equal  to  somewhat  more  than  h2 
percent  of  the  number  01  fsjcm-ers  growing  wheat.     Trirec-fourths  of  the 
members  of  the  5^  associations  for  y/hich  patronage  fi£;ures  were  available, 
patronized  their  ov;n  orga^iizations  in  193^35-    Of  "the  grain  volume  hon.- 
dled  by  these  cooperatives,  7?  percent  was  received  from  members,  and  25 
percent  from  nonraembers. 

Eie  records  on  which  this  report  is  based  indicated  that  about  50 
percent  of  the  grain  shipped  from  the  local  stations  served  by  the  coop- 
eratives was  handled  by  thoin.    IHirthermore,  bO  percent  of  the  carload 
shipments  made  by  these  associations  was  sold  throt)^h  a  cooperative 
terminal  sales  agency,  the  farmers  National  Grain  Corporation.     Of  the 
remaining  shipments,  2h  percent  vrcnt  to  other  termin.al  grain  companies 
and  16  percent  direct  to  mills. 

?rom  the  above  statements  it  is  evident  that  coopt-xative  grain 
marketing  ha,s  shown  consider-.hle  progress  in  the  Pacific  Northwest,  but 
that  there  is  still  opportunity  for  expansion  and  need  for  extending  and 
improving  cooper.ative  r-.cilitioo.     Some  of  the  problems  of  these  coopera- 
tives, as  revecJLed  by  the  BUi'vey,  arc  given  below. 

Yolujuo  of  Q-r.ain  and  ITct  Income 

Interpretations  of  the  results  of  this  study,  as  already  suggested, 
are  limited  by  the  fact  that  operations  for  only  one  year  are  included* 
i\irthermore,  the  193^  wheat  crop  y/as  considerably  below  the  average  pro- 
duction of  tlae  area.    The  effect  of  the  short  crop  was,  of  coui^se,  a  re- 
duction in  the  vol-'ome  handled  by  the  cooperative  elevators  rJid  warehouses. 
A  few  associations  were  in  sections  where  the  crop  v/.-is  extremely  short 
and  thus  were  q.dversely  affected.     The  price  of  wheat  in  193^~35  was  rel- 
atively high  as  conrpared  with  that  for  preceding  years.    To  the  extent 
that  higher  prices  permit  the  taking  of  wider  margins,  the  improved  j)^ice 
during  193^"'35  '"•^■'-s  a  factor  serving  to  irrif)rove  opcr-.-.ting  results. 


.'-J  U.  S.  Dept.  of  Comiacrcc,  Census  of  Agriculture,  1935 »  '*7ashington , 
Oregon,  Idaho  and  Montana,  Statistics  by  Counties. 
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The  193^~35  experience  of  the  grain  cooperatives  of  the  Pacific 
Northwest  proved  no  e::ception  to  the  rule  that  volume  of  grain  must  "be 
kept  ahove  a  certain  rninimuri,  varying  with  locality  and  conditions,  if 
losses  are  to  be  avoided.    Associations  vvith  volume  above  this  minimum 
may  incur  losses,  of  coui'sc,  if  other  operatinje;  conditions  are  unfavor- 
able.    It  is  difficult,  however,  for  an  organization  handling  a  small 
grain  volume  to  avoid  a  loss  or  show  a  substantial  gain,  unless  the 
grain  business  is  supplemented  with  side  lines  or  other  soujrces  of  in- 
come. 

Grain  volume  figures  were  available  for  52  of  the  northwestern 
associations  included  in  the  study.     Seventy-five  percent  of  them  made 
net  incomes37  in  1934-35  (table  l).     Of  those  handling  150,000  bushels  or 
loss,  only  50  percent  showed  not  incomes;  whereas,  9^  percent  of  those 
handling  300>000  bushels  or  more  made  incomes.     Six  of  the  8  low-volume 
associations  which  had  losses  handled  less  than  100,000  bushels. 


Table  1.-  Relation  between  volume  of  grain  handled  and  net  income,  193^35» 


Bushels  of 
grain  handled 

TotoJL 
association 
studied 

Associations  Associations 
s      showing           showing  a 
net  loss       net  income 

Percentage  of 
ssociations  show- 
net  income 

Nuraber 

Numb  or 

N-ujnber 

Percent 

Less  than  150,000 

16 

8 

8 

50.0 

150,000  -  300,000 

18 

Ik 

77.8 

More  than  300,000 

18 

1 

17 

Total 

52 

13 

39 

75.0 

Not  only  were 

net  incomes 

less  frequent 

among  the  low 

-volume  associ- 

ations,  but  the  incomes  made  were  of  smaller  amounts  than  among  the  medium- 
volume  and  large-volume  associations  (table  2).    None  of  the  gains  sho\7ii  by 
the  small-volume  group  v/ore  in  excess  of  $3,000.     Of  the  ik  medium-volume 
associations  T/hich  had  net  incomes,  8  made  less  thoji  $3,000  and  6  had  net 
earnings  in  excess  of  $3>000«     Only  k  of  the  17  large-volume  associations 
sho'.ving  income  had  net  earnings  below  $3,000  and  6  of  them  made  over  $6,000. 


In  calculating  net  income  or  loss,  all  e:<pcnsGS  including  interest  on 
borrowed  money,  depreciation,  ,njid  current  bad  debts  are  deducted  from  gross 
income.     Interest  on  capital  stock  :ind  patronage  dividends  are  paid  from 
net  income. 


Table  2.-  Range  in  not  incones  for  39  associations,  "by  voluno  groups, 
193^-35. 

 Associations  handling  — ♦  

Range  in  Less  than  150,000  ~  More  than 

net  incop.e  150.000  hushels      300,000  bushels      300.000  hushels 

Dollars  Nunb  er    Percent     liumb  er    Percent     Number  Percent 


0  -  1,500 

3 

37.5 

5 

35.7 

1 

5.9 

1,501  -  3,000 

5 

62.5 

3 

21.^ 

3 

3,001  "  ^4,500 

0 

0 

3 

21.^ 

5 

29.4 

^,501  -  6,000 

0 

0 

2 

1U.3 

2 

11. B 

Over  6,000 

0 

0 

1 

7.2 

6 

35.3 

Total 

s 

100.0 

Ik 

100,0 

17 

100.0 

Menbership  and  Volune  of  Grain 

The  n-ur.ber  of  nembers  of  an  association  is,  of  course,  closely 
associated  with  volume  of  grain  handled,  unless  the  nunber  of  ner.iber- 
patrons  is  smll  in  proportion  to  total  nonbcr ship ,  or  on  the  other  hand, 
the  average  volune  per  nenber  is  relatively  high.    As  a  rule,  it  is  in-  . 
portcjit  that  the  nunber  of  loyal  nenbers  be  naintained  above  a  certain 
nininun.     When  nenbership  is  snail,  considerable  iionnenber  business  is 
usually  needed  if  sufficient  volune  is  to  be  obtained. 

Anong  the  northwestern  associations,  nenbership  cjid  volune  were  close 
ly  related  in  193^"'35«     Seventy-one  percent  of  the  o-ssociations  with  less 
than  75  nenbers  handled  lor.s  thcui  150,000  bushels  of  grain,  s^d  only  11.2 
percent  ha:idled  as  much  as  300,000  bushels.     In  contrast,  62.5  percent  of 
the  associations  having  I50  or  nore  nenbers  handled  300,000  or  nore  bushel 
of  grain  (table  3) • 


Table  3«"  Relation  bet-,/een  nur.iber  of  nenbers  and  volune  of  gr.ain  handled 
for  52  associations,  1934-35. 

 Percentage  of  associations  handling  ■ —  

ljunber  of  Less  than  150,000  -  i.'ore  than 

nenbers  150,000  bushels        300,000  bushels         300.000  bushels 

Percent  Percent  Percent 

Less  than  75  70. 6  I7.6  11. S 

75  "  1^9  15. S  52.6  31.6 

150  and  over  6,3  31 '2  62,5 


These  data  Indicate  that  in  order  to  assvire  a  voltime  of  150,000  or 
more  "bushels  of  grain  under  conditions  such  as  existed  in  193^-35  in  the 
Pacific  Northwest,  the  laembership  of  the  associations  should  be  maintained 
above  75 • 

Membershi-p  o,nd  Patronage 

Tlie  average  membership  of  6l  cooperative  gra,in  organizations  in  the 
P-cific  Northwest  for  1935  was  117*    Considerable  variation  in  membership 
occurred  among  these  associations.     Table  k  shows  how  r^iy  associations 
fall  in  each  of  the  several  size  groups  indicated,    Twenty-tlxree  of  the 
6l  associations  had  less  than  75  members;  whereas,  l6  had  I50  or  more  mem- 
bers. 

Table  k."  Range  in  size  of  membership  of  61  cooperative  grain  associations, 
193^-35. 

Members  per 

 association  Associations  in  each  membership  group  


Fumbor  Percent 

Less  than  75                              23  '37-7 

75  -  ii+9                 _            22  36.1 

150  or  more                               I6  26.2 

Total                                 61  100.0 


The  proportion  of  such  members  actually  patronizing  the  association  is  of 
as  much  importance  as  the  number  of  members*    It  was  found  that  75*6  percent 
of  the  members  of  the  5^  associations  for  which  member-patronage  figures  were 
available  gave  most  or  all  of  their  business  to  their  own  organization;  or 
in  other  words,  90  out  of  the  average  membership  of  II9  for  the  5^  associ- 
ations gave  most  or  .all  of  their  patronage  to  their  association. 

This  northwestern  group  of  elevator  and  warehouse  associations  showed 
a  substantial  volnme  of  business  per  member.    Tor  the  44  associations  for 
which  coEtplete  data  were  available,  the  average  vol-umo  of  grain  per  member 
(excluding  grain  received  from  nonncnbers)  was  1,720  bushels  with  a  sales 
value  of  $1,2U5«    Not  all  members  patronized  the  association,  however. 
Considering  member-patrons,  the  average  grain  volume  per  member-patron  was 
2,229  bushels,  with  a  sales  value  of  $1,613.     In  addition  to  the  volime 
supplied  by  member-patrons,  these       a,ssociations  also  handled  for  nonmember— 
patrons  grain  equal  to  one— third  of  that  supplied  by  members,  or  25  percent 
of  the  total  volume  handled. 
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One  of  the  problems  faced  by  the  northv/estern  associations,  as  well 
as  by  cooperative  elevators  and  warehoxises  generally,  is  that  of  extending 
their  membership  among  nonnember-patrons .    V/ith  the  possible  exception  of 
coiriTfunities  where  a  large  volume  of  grain  can  be  assxu'cd  from  a  relatively 
small  mtmbor  of  members,  it  v/ould  seem  that  the  associations  in  this  area 
should  strive  for  a  membership  of  75  or  more.    About  62  percent  of  those 
organizations  surveyed  had  a  membership  of  such  size  (table  h) , 

Membership  sjid  Not  Income 

'iThcn  a  cooperative  association  shows  a  net  income  from  operations,  it 
presents  evidence  of  its  ability  to  meet  competition,  cover  operating  ex- 
penses and  so,fcgaard  its  capital  stinicture.     It  does  not  necessarily  show 
that  the  association  is  giving  all  the  service  that  its  members  might  well 
expect,  but  it  does  offer  one  measure  of  successful  operation.     The  data 
obta,ined  from  the  cooperative  elevo.tors  and  warehouses  of  the  Pacific 
Northwest  show  a  fairly  close  association  between  InxQe  membership  aiid 
net  gains  (table  5) • 


Table  5«"  Relation  between  number  of  members  and  n^t  income  for  6l  associ- 
at ions,  193^"35« 


Number  of 
members 

Total 
associa-tions 
studied 

Associations 
showing 
net  loss 

Associations 
showing 
net  income 

Percentage  of 
-associa.tions  show- 
ing net  income 

N"uxibcr 

I'iuiaber 

Numb  or 

Percent 

Less  than  75 

23 

10 

13 

56.5 

75  or  more 

3S 

1+ 

3^ 

S9.5 

Total 

6i 

Ik 

^7 

77.0 

Of  those  org?jaizations  having  less  than  75  members,  there  were  56-5 
percent  which  made  net  gains  in  193^"35j  whereas,  89.5  percent  of  those 
with  75  or  more  members  shov.'od  net  income.    Approximcately  3  ont  of  every 
k  of  the  organizations  having  losses  had  less  than  75  members,  while  only 
1  out  of  every  k  of  those  showing  net  income  were  in  the  smaller  member- 
ship group. 

Of  the  23  associations  having  smaller  membership,  10  showed  losses, 
3  m.ade  net  gains  of  less  than  $500,  and  the  incomes  of  the  remaining  10 
ranged  from  $l,llg  to  .$U,o60.    Of  the  33  organizations  with  75  or  more 
members,  only  ^4-  experienced  losses;  v/hereas  ,  2  made  net  incomes  of  less 
thoji  $500,  while  the  incomes  of  the  remaining  32  ranged  from  $602  to 
$25,243. 
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Another  aspect  of  mcrntei-fhip  is  the  equity  which  the  members  have 
in  their  o\7n  associations;  that  is,  the  ainourit  of  the  assets  of  the 
organization  in  excess  of  the  amount  required  to  cover  the  claims  of 
creditors.    The  6l  associations  were  separated  into  t.vo  groups:  Those 
in  which  the  membership  had  an  equity  of  less  than  50  percent;  and  those 
in  which  the  membership  equity  wa,s  50  percent  or  more. 

As  might  well  bo  e:>g;jccted,  there  is  a  positive  relationship  between 
high  membership  equity  and  net  incomes  (table  6).    Two'-thirds  of  the  2/ 
associations  having  membership  equities  of  less  than  50  percent  made  net 
incomes;  whereas,  85  percent  of  the  group  having  high  membership  equities 
showed  net  incomes  in  193^35*    Ftirthcrmore,  table  6  shows  tliat  the  aver- 
age loss  of  the  high~equity  associations  liaving  losses  v/as  smaller  and  the 
average  income  of  those  showing  incomes  was  larger  than  in  the  case  of  the 
low-equity  group. 

Table  6.-  ITumber  and  percentage  of  associations  shov/ing  net  losses  and  net 
incomes  by  m.cmber ship-equity  groups,  193'+~35» 

Associations  showing        Associations  shov;ing 

P c r c ent ag e  T o t al  net  loss  net  income  

of  member-  associations  llur.iber  Percentage  Average  ITumber  Percentage  Avera^ 
ship  equity         studied       studied    of  total    loss  ij  studied    of  total  inconel 

ITumber         lumber     Percent      Do11,?ts  ITumber     Percent  Dollars 

Less  than  50  27  9  33.3      -  7^2.51      IS  66.7  2,3^18.05 

50  ojid  over  3^  5  l4.7     -  I36.S5      29  85.3  J^^lkl.^S 


ij    Median  average. 


Coi:tposition  of  Current  Assets 

The  current  assets  of  the  Pacific  Northwest  group  of  elevators  and 
warehouses  are  made  up  of  items  somev/hat  different  from  those  of  cooper- 
atives in  the  Haxd  Red  Winter  v/heat  States.    Loons  or  advances  of  various  type£ 
are  made  to  the  patrons  of  the  associations  and  often  maice  up  a  major  portion 
of  the  current  assets.    The  funds  needed  for  these  advances  are  seldom  fur- 
nished by  the  local  associations,  but  are  obtained  by  the  associations  from 
the  regional  cooperative  organization  or  otlier  credit  sources.  Those 
associations  affiliated  with  the  North  Pacific  Grain  Growers,  Inc. » borrowed 
most  of  the  funds  needed  for  making  advances  from  that  regional. 
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Advances  are  made  to  growers  for  a  variety  of  purposes.  Occasion- 
ally they  are  made  for  preharvest  or  harvest  expenses  of  the  producer. 
Most  often  they  are  ms^de  against  grain  stored  in  the  warehouses  of  the 
association,  the  association  talcing  warehouse  receipts  as  security  and 
discounting  the  grower's  paper  with  the  credit  agency  from  which  funds 
are  obtained.  Occasionally  f-ands  are  advanced  against  consigned  grain 
of  memhers,  pending  sale  and  final  settlement. 

Offsetting  the  asset  items  of  the  "balance  sheet  evidencing  these 
advances  are  usually  liability  items  indicating  either  f\inds  borrowed 
or  contingent  liobility  assumed  in  discounting  the  grower's  paper. 
Since  our  interest  in  analyzing  the  current  assets  of  these  n-orthwestern 
associations  is  in  the  receivables  arising  from  the  side-line  business, 
rather  than  in  those  evidencing  advances,  the  latter  are  disregarded  in 
the  analysis  of  the  composition  of  current  a,ssets. 

Of  the  current  assets  other  than  advances  to  patrons  of  the  6l  north- 
western associations,  cash  represented  15.^  percent;  receivables,  U^.b 
percent;  inventory,  l6,0  percent;  and  other  items,  2^.0  percent.  Ordi- 
narily v/hen  cash  makes  up  20  percent  of  the  current  assets  of  a  grain 
elevator  or  v/arehouse ,  it  is  considered  in  satisfactory  cash  position. 
The  nature  of  opero-tions,  however,  may  cause  variations  one  way  or  the  other 
from  the  percentage  indicated.     In  the  case  of  the  northwestern  cooperatives, 
a  lower  proportion  of  ca.sh  to  other  c^orrent  assets  may  not  be  out  of  line, 
since  the  side-line  business  is  relatively  small,  since  credit  is  wo.tched 
closely,  and  since  funds  can  be  realized  promptly  on  ,[;rain  shipments. 

Noting  the  cash  position  of  the  61  associations,  it  v/as  found  that 
an  association  with  as  mach  as  12  percent  of  current  assets  in  the  form 
of  cash  appeared  to  be  in  safe  operating  position.    The  chances  for  opero.t- 
ing  loss  were  materially  greater  when  cash  fell  below  12  percent  of  the 
total  (table  7)«    0^  "tj-iG  3^  associations  ho,ving  less  than  12  percent  of  cur- 
rent assets  in  cash,  onc-tliird  had  net  losses  in  193^*" j^3'     Of  27  associa- 
tions having  more  thon  12  jpercent  of  current  assets  in  cash,  only  3 
Operating  losses. 

Table  7»~  Helation  between  cash  assets  and  net  income  or  loss,  193^*"35« 


Percentage  Total  Associations 

of  current  associations  showing 
assets  in  cash         studied         net  loss 


0-12 


I'Tumb  er  ITumb  er 

3^  11 


Associations 
shov/ing 
net  inconic_ 
jjumb  or 

23 


Percentage  of 
associations  show- 
ing  net  income 
Percent 

67.6 
Sg.9 


More  than  12  27  3  2k 


Total 


61 


77.0 


The  percentage  v/hich  receiva'bles  (other  tlian  advcjices  to  patrons) 
are  of  current  o,ssets  gives  some  indication  of  the  cojre  exercised  in  ex- 
tending credit  and  the  extent  to  v/hich  collections  ai'e  pushed.    It  may 
thus  he  reflected  in  operating  results,    \7hen  receivables  were  allowed 
to  exceed  30  percent  of  current  assets,  the  chances  for  operating  losses 
were  materially  greater  in  193^35  (table  8).    Of  11  northwestern  associ- 
ations whose  receivables  -.vcre  less  than  30  percent  of  ctirrent  assets, 
every  one  reported  a  net  income  for  I93U-35.    Of  50  associations  with 
receivables  in  excess  of  30  percent,  ih  reported  net  losses  in  193^35« 


Table  8.-  Relation  between  receivables  aind  net  income  or  loss, 
193^-35- 

Percentage  of  Total       Associations      Associations      Percentage  of 

current  assets    associations        showing  shov/ing      associations  show- 

in  receivables  studied         net  loss  net  income       ing  net  income 

Ilumb  or  l?umber  ITumber  Percent 

0  -  30  .  11  0  11  100.0 

More  than  30  50  1^  36  72.0 

Total  61  Ik  77.0 


In  this  study  it  was  not  possible  to  separate  stock  subscription 
notes  from  receivables  arising  from  sales  of  commodities.     In  a  number 
of  cases,  receivables  v/ere  considerably  increased  because  of  such  notes. 
In  the  light  of  this,  it  should  be  said  that  the  credit  position  of  the 
Pacific  Northwest  associations  was  very  good  on  the  whole,  with  the  major 
part  of  the  receivables  ciirrent  and  practically  all  considered  collect- 
ible. 


Earnings  from  Warehouse  Operations 

Income  from  warehouse  oper;i,tions  wo,s  of  major  importance  to  most  of 
the  Pacific  ITorthv/est  cooperative  elevator  and  warehouse  associations. 
This  income  is  derived  from  handling  and  storing  charges.     There  is  little 
farm  storage  space  available  in  the  Pacific  Northwest.    Farmers,  therefore, 
haul  their  gro,in  to  nearby  warehouses  at  harvest  tirac,  and  it  is  left  there 
in  storage  until  sold.    A  month's  free  storage  is  usually  allowed,  after 
v/hich  the  most  corornon  monthly  charge  is  10  cents  per  ton. 
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Some  idea  of  the  importance  of  storage  operations  of  these  associ- 
ations is  given  "by  the  storage  capacity  \7hich  they  ha,d  available.  In 
193^-35 1  50  local  associations  had  a  comtined  storage  capacity  of  nearly 
22  million  "bushels,  or  over  ^36,000  bushels  per  association.    A  wide 
variation  was  found  in  the  storage  capacity  of  these  associations,  which 
ranged  from  UO,OCO  to  1,500,000  "bushels.    The  availa"ble  storage  space 
was  not  used  quite  to  cap:!,city  in  193^'"35»  because  of  a  relatively  short 
crop. 

•Considerable  variation  in  yearly  income  from  storage  is  to  be  ex- 
pected, because  of  the  variation  in  the  time  the  grain  remains  in  storage, 
and  in  the  size  of  the  grain  crop.     In  some  years  grain  is  left  in  storage 
much  longer  than  in  other  years,  depending  upon  the  prevailing  opinion 
of  farmers  regarding  the  future  course  of  grain  prices. 

A  source  of  income  from  warehouse  operations  other  than  from  storage 
is  a  cliaxge  usually  made  for  handling.    The  most  common  charges  are  75 
cents  and  $1  per  ton.     In  numerous  cases  the  former  charge  is  made  for 
sacked  grain  and  the  latter  for  bulk  han.dling.     Since  no  storage  charge 
is  made  for  the  first  30  days',  it  may  be  considered  that  the  storage 
cost  for  that  period  is  included  in  the  handling  charge. 

Attention  might  bo  called  to  an  interesting  difference  in  operating 
procedure  between  midwcstern  cooperative  elevators  and  v/arohouses  and  those 
of  the  Pacific  llorthwest.     In  the  former,  no  definite  handling  charge  is 
made.     Instead,  the  margin  between  the  purchase  price  and  the  sale  price  is 
expected  to  be  sufficient  to  cover  handling  costs.     In  the  Pacific  North- 
west an  established  handling  charge  is  made.     If  the  gx'';:iin  handled  for 
patrons  is  purcha,sed  oy  the  association,  then  the  rnaxgin  between  the 
purchase  price  and  the  sale  price  is  mainly  to  cover  the  risks  from  price 
changes . 

Despite  the  distinctions  between  income  from  storage,  from  handling, 
and  from  margins  in  the  northwestern  area,  as  cited  above,  the  associations-' 
accounting  records  often  did  not  permit  a  separation  of  income  from  these 
several  sources.     In  some  cases,  handling  and  storage  earnings  v;ere  classed 
as  warehouse  income,  while  income  from  handling  and  from  grain  margins  were 
not  separated.    Hence  an  analysis  of  warehouse  operations  is  difficult  to 
make  on  the  basis  of  the  data  available. 

Data  were  .available  for  2^  associo-tions  so  that  the  direct  costs  of 
warehousing  grain  could  be  determined.     These  costs  do  not  include  the 
proportionate  share  of  managerial  o.nd  office  expense  chargeable  to  ware- 
house operations.     Such  v/arehouse  c:cpensc  varied  from  .85  cent  to  6.56 
cents  per  bushel  of  grain  warehoused.     Ten  of  the  2^  associations  had 
costs  ranging  betv/een  2.0  and  2,5  cents  per  bushel.    There  was  a  definite 
relationship  apparent  between  low  wrxehousing  costs  and  satisfactory 
Operating  results  (t.able  3),    Of  12  associations  having  warehousing  costs 
of  2.25  cents  or  less  per  bushel,  every  one  ha.d  a  net  income  in  193^''35» 
Of  12  associations  v;ith  costs  in  excess  of  2,25  cents,  only  2  reported 
net  incomes. 


Tatle  9.-  Relation  betv/een  expense  per  bushel  vr?a'ehou5ed  and  net  incomes, 
193^-35. 


Cost  per 
bushel 
warehoused 

Total 
.  associations 
 studied  

Associations 
shov/ing 
net  income 

Percentage  of 
associations  shelving 
net  income 

ITumb  or 

K-umber 

Percent 

2,25  cents  or  less 

12 

12 

100.0 

Over  2,25  cents 

12 

g 

66.7 

Earnings  from  Side  Lines 

A  smaller  proportion  of  the  grain  coopero.tives  of  the  Pacific  North- 
wost  handle  side  lines  than  of  the  grain  cooperatives  in  the  midwestern 
States.     Of  55  associations  for  which  complete  sales  data  v/ere  available, 
10  handled  no  side  lines  at  all;  whereas,  ik  others  handled  only  sacks 
and  twine  used  in  the  sack  handling  of  grain.     Side-line  sales  made  up 
only  11.1  percent  of  the  total  sales  of  these  55  associations,  and  gross 
earnings  from  side  lines  araoiuited  to  11.6  percent  of  total  gross  income 
from  aJLl  sources. 

The  principal,  side  lines  handled,  in  addition  to  sacks  and  twine, 
v/ere  livestock,  general  merchandise,  petroleum  products ,  coal,  feed  and 
implements.     Sales  of  sacks  and  twine  miide  up  ^'ih,0  percent  of  all  side- 
line sales,  sales  of  livestock  made  up  l6.^  percent,  general  merchandise 
15*7  percent,  petroleum  products  S.5  percent,  coal  5»7  percent,  feed  3«3 
percent,  and  other  items  3«7  percent  (table  10). 


Table  10.-  Composition  of  side-line  sales  and  average  gross  margin  per 

dollar  of  sales,  193^35.   

Percentage  of  Average  margin 

total  side-line  per  dollar  of 

Side  lines  sales  sales  

Percent  Cents 

Sacks  and  twine                                 ^k.O  6.8 

Livestock                                         16.^  1.3 
Merchandise                                         15 •7 

Petroleum  products                              S.5  13-^ 

Coal                                                    5-7  l^'l 

?eed  and  flour                                    3*3  '^•1 

Iniplements                                             2.6  13*0 

Accessories                                           •!  3»^ 

Miscellaneous                                       3 '7  17 '5 


Total  or  average 


100.0 


7.7 
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Side  lines  apparently  are  handled  on  rather  narro'j  mo,rgins  in  the 
Pacific  Northwest.  The  average  margin  realized  on  all  side-line  sales 
in  193^"'35  ^'/'iS  7»7  cents  per  dollar  of  sales.  On  the  several  com.'nodi- 
ties  handled,  the  average  mo^rgins  per  dollnjr  of  sales  were  as  follows: 
Sacks  and  twine,  6.S  cents;  livestock,  I.3  cents;  general  merciaandise, 
8,1  cents;  petrolcom  products ,  13.^  cents;  coal,  Ib.l  cents;  and  feed, 
6,1  cents.  Comparing  these  margins  with  those  usuo.lly  t?J-:en  by  mid- 
western  elevators  and  v/ca" ehouses  on  side  lines,  o.ll  are  quite  low  except 
the  margin  on  coal. 

The  question  -irises  whether  these  side  lines  co-rry  their  full  share 
of  the  expenses  of  the  Pacific  llorthwest  c.ssociations.     The  tendency  may 
oc  to  carry  the  supplies  mainly  for  the  convenience  of  patrons  with  the 
expectation  that  the  margins  will  cover  ojiy  additional  or  direct  costs 
arising  from  handling  rather  than  that  they  will  yield  their  full  sh^xe 
of  all  expense. 

E:cpenses  of  Operation 

The  records  obtained  from  the  .associations  v/ere  not  sufficiently  com- 
plete to  provide  accurate  data  on  operating  exr)enses  per  dollar  of  sales 
of  grain  ai^d  side  linos.    There  appeared  to  be  a  v/ide  range  in  such  e:<penses. 
Several  factors  contributed  to  this  range.     Some  o^ssocJ ations  had  Large 
facilities,  but  handled  little  volume.    There  was  a  wide  vo.riation  in  the 
vol-jjne  of  side-line  business  done.    W;arehousing  activities  differed  greatly. 
Despite  the  vajriable  factors  other  than  volume,  there  is  some  evidence  that 
the  associations  with  largo  volume  tended  to  have  lower  unit  costs.     It  is 
hoped  that  more  complete  data  on  operating  costs  con  be  obtained  for  subse- 
quent years,  to  be  presented  in  later  reports. 

I^Teed  for  Purther  Sturdy 

The  foregoing  report  calls  attention  to  some  of  the  problems  and  fac- 
tors which  the  managements  of  the  Pacific  llorth.est  elevator  and  warehouse 
associations  may  consider  in  their  efforts  to  improve  operating  efficiency. 
Since  this  study  covers  only  one  year's  e;cperience,  no  final  and  definite 
conclusions  are  justified.    3y  following  up  tliis  study  in  succeeding  years, 
the  actual  experiences  of  the  cooperative  elevators  aiid  warehouses  of  the 
Pacific  LTorth.Yest  can  be  drawn  on  to  develop  business  guides  or  stcjidards 
which  may  be  used  by  those  charged  with  the  responsibilities  of  management. 
Efficient  operation  of  existing  cooperatives  will  give  added  iiTipetxis  to 
cooperative  effort, 

IIITmOUlITAIlT  GPJLEIT  COOPSRATIl/ES 

The  21  cooperative  grain  marketing  associations  from  which  data  were 
secured  are  located  in  southern  Idaho  and  northern  Utah.     Their  distribu- 
tion in  the  two  States  is  shovm  in  figure  1.    All  v/ere  affiliated  with 
the  Intermountain  Grain  Cooperative,  Inc.,  a  regional  of  Farmers  Hational 
Grain  Corporo,tion, 
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Complete  survey  records  were  difficult  to  obtain  In  this  region 
"because  of  inadequate  o,ccounting  systems.    Attention  mignt  be  called  here 
to  the  need  for  adequate  accounting  records  in  any  cooperative  marketing 
organization.    Furthermore,  the  records  should  be  audited  by  a  trained 
accountant  at  regalstr  intervals. 

Because  of  the  limited  information  obtainable,  only  a  few  points 
brought  out  by  tiic  survey  will  bo  discussed.     The  records  of  15  associa- 
tions were  complete  enough  to  give  some  informant  ion  on  operating  results. 
Of  this  number,  only  3  reported  net  incomes  for  1S3^35»     One  apparent 
reason  for  such  a  poor  sho-.ving  was  the  very  short  grain  crop  of  193^» 
which  cut  down  volume  very  materially.    Membership  data  were  obtainable 
on  16  associations.    The  n'umber  of  members  per  association  varied  from 
15  to  272,  the  average  n-omber  being  96.    Members  supported  their  organi- 
zations rather  poorly,  member-patrons  varying  from  11  to  lOS.    Only  one- 
third  of  the  members  of  the  association  reporting  the  largest  membership 
supported  their  comp.any  by  giving  it  their  patronage.     In  other  areas 
studied,  the  loyalty  of  members  as  indicated  by  their  patronage  v/as  close~ 
ly  associated  with  successful  operation.    Among  the  Intermountain  associa- 
tions, those  with  over  50  percent  of  their  merabers  as  patrons  made  net 
incomes  or  suffered  only  small  losses,  whereas  member-patronage  less  tiian 
50  percent  was  associated  with  the  larger  operating  losses. 

Associations  in  the  Intermountain  .area  had  developed  very  little  side- 
line business.    Consequently,  when  grain  volume  cLro2jped  to  a  very  low  x^oint, 
as  in  193^35  f        other  source  of  income  was  available  to  carry  a  part  of 
the  operating  expenses.     Since  grain  volume  is  quite  variable  from  year  to 
year,  the  addition  of  side  lines  may  tend  to  give  greater  stability  of 
income.     This  immediately  raises  the  question  as  to  v;hat  side  lines  are 
feasible  and  fit  in  best  with  the  h;xndling  of  grain. 

Suramarizing  this  brief  statement  regarding  the  Intermountain  coopera- 
tives, t-,70  definite  proolems  nxe  app;u*ent.    One  is  that  of  membership  - 
securing  greater  supj)ort  from  the  present  membership  and  enlarging  the 
membership  in  the  coinmunity.    A  second  is  that  of  increasing  vol"ume  of 
business.    More  membership  patronage  will  v.'ork  to  this  end.     The  possibili- 
ties of  side  lines  should  be  investigated. 

•.    WESTERN  MONTAITA  GEAIH  ASSOCIATIONS 

In  v/Gstern  Montana  records  were  secui'ed  for  193^'"35  fi^om  I3  coopera,- 
tive  associations.     These  associ?.tions  are  located  in  the  vicinity  of 
Great  Palls  (see  fig.  l) .    Eleven  of  the  I3  are  affiliated  with  regionals 
of  Farmers  National  Grain  Corporation, 

The  193^  wheat  crop  in  the  territory  served  by  these  organizations 
was  relatively  large  and  good  prices  were  received.    This  enabled  the 
coopero-tives  to  operate  uiidcr  favorable  conditions,  and  good  operating 
results  v/ere  reported.    Finoncial  data  -..'ere  obtained  from  12  associations. 
Each  reported  a  net  gain  for  193^35  >  only  one  being  less  than  $2,000. 
The  average  net  gain  was  over  $10,000  per  association. 
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The  relation  betv/ecn  members  per  association  and  net  operating  results 
is  shov.-n  in  table  11,    Vrr.ile  the  niomber  of  ca'^es  is  too  small  to  serve  as  a 
basis  for  definite  conclusions,  yet  there  is  evident  a  definite  up-./ard 
trend  in  net  gains  as  membership  increases.    The  association  with  Ijirgest 
membership  h:\d  only  a  moderate  not  income,  mainly  because  only  ^7  percent 
of  its  members  patronized  their  o\7n  organization,  again  emphasizing  the 
importance  of  member-patronage. 

Table  11.-  Relation  bqtv.'ecn  membership  and  not  income  of  11  cooperative 
associations  in  Montana,  193^**35» 
number  of         Number  of   Associations  mricing  a  not  income  of 


members  per         records  Less  thcui  $1^,000  to  $10,000 

association  studied  $^ ,000  $10 .000  or  more 

less  than  75  3  1  2  0 

75-1^9  ^  2  0  2 

150  and  over  H  0  2  2 

Totca  11  3  1\.  k 


The  experience  of  this  small  group  of  •western  Mont.ana  associations 
again  emphasizes  the  effect  of  voluiiie  on  operating  results  (to,ble  12). 
The  volume  of  £ro,in  hi^jidlcd  vuriud  from  10^,000  to  5S2,000  bushels,  or 
an  average  of  295>000  bushels  per  association.     Only  one  association  y/ith 
a  volume  in  excess  of  200,000  bushels  had  a  not  income  of  less  than  $5,000. 
Wlien  volume  dropped  to  alout  100,000  bushels,  chances  for  satisf o.ctory 
operating  results  '.vorc  loss  favorable. 

Table  12,-  Relation  bctv/een  voliomc  of  grain  h?jidled  and  net  income  for 
12  cooperative  associations  in  Liontano,,  193^""55* 

i'lot  income  ITumber  of      Associr.tions  handling  a  volume  of  —  

per  associations  Less  tiian  200,000  to  30'3>000  bush- 
association  stadiod  200.000  bushels    300.000  bushels  els  or  more 

Less  than  $5,000  ^3  1  0 

$5,000  -  $9,000  k                        2  11 

$10,000' or  more  k                        0  0  ^ 

Total  12                        5  2  5 


The  current  financial  position  of  tnese  Y/estcrn  Montana  associations 
Y/as  very  good  on  the  v/holc.    Cash  m^^de  up  a  sufficiently  large  proportion 
of  current  assets.    The  accounts  receivable  were  largely  current  and 
nearly  all  were  considered  collectible.    An  association  with  current 
assets  in  liquid  condition  is  usu£'-lly  one  v/hich  is  operating  successfully. 

The  analysis  of  v;cstcrn  Montana  associations  is  limited  because  the 
data  are  incomplete  in  certain  respects  imd.  also  because  the  number  of 
records  is  rather  small.    Additional  data  'jill  be  needed  in  order  that 
st,andards  of  operation  r^cjy  be  more  definitely  determined. 
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